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m he health care industry is certainly an important, 
m growing, and in some respects controversial part 
^ . o f our national and state economies. And there are 
many ways to analyze its impact. This article discusses the 
industry from the perspective o f health care consumers—the 
general public.
Our findings are the result o f a statewide telephone survey, 
conducted in August 1992, with a random sample o f adult 
Montanans. As with all the Bureau’s surveys, we used a two- 
stage random sampling procedure to assure a representative 
cross-section o f Montana’s adult population.
The research was done for a committee established by 
former Governor Stephens to study health care in Montana and 
was only one part o f that committee’s work.
Health Insurance Coverage—Generally
We needn’t look at the survey data to know that Montanans 
—like Americans generally—are deeply concerned about 
affordable and accessible health care. And, from consumers’ 
perspective, their access to and ability to pay for health care can 
be significantly affected by the existence and extent o f health 
insurance coverage.
Fortunately, most Montanans apparently are covered by 
health insurance, and many have been continuously covered 
throughout their adult lives, according to the survey findings. 
However, some Montanans remain uninsured, and many more 
have had to deal with lapses in their coverage.
As noted in Figure 1, about eight respondents in ten re­
ported being insured at the time o f the survey, and five in ten 
said they had been continuously covered throughout their 
adult lives. However, almost a third reported lapses in coverage 
at some time in the past, although they were insured at the 
time o f the survey. And another 16 percent—almost two in ten 
—were not insured at the time o f the survey. While this may 
seem a relatively small proportion o f the adult population, it 
translates to over 90,000 adults in the state. Moreover, it is 
likely that at least some o f these uninsured adults have one or 
more children who are also uninsured.
A similar pattern holds at the national level where an 
estimated 13 to 14 percent o f the total population (including 
children) are uninsured. Four states (Connecticut, Pennsylva­
nia, Wisconsin, and Hawaii) are particularly well covered with 
under 10 percent uninsured. Eleven states and the District of 
Columbia estimate 20 percent or more o f their populations are
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without health insurance. Thus, Montana falls in the middle of 
this range.
Insurance Coverage among Segments 
of the Population
Overall, patterns o f coverage in Montana are similar to those 
found generally in the United States. In both, some segments of 
the population are more likely than others to have coverage.
Specifically, among our Montana respondents, those with 
health insurance were more likely:
• To be older Montanans,
• T o have more education, and
• To have higher incomes.
The coverage patterns for our sample population are 
summarized in Table 1. As might be expected, insurance 
coverage increased noticeably with age, peaking at 95 percent
Table 1
Health Insurance Coverage: The Haves and Have Nots
August 1992 (n = 402)*
Insured Uninsured
Age: 18-24 years (n=48) 65% 35%
25-34 years (n=64) 75% 25%
35-44 years (n=107) 87% 13%
45-64 years (n=108) 88% 12%
65 years and older (n=74) 95% 5%
Education: S om e high school or less (n=47) 70% 30%
High school graduate (n=142) 81% 19%
Som e co lleg e  (n=l 19) 84% 16%
C o lle ge  graduate (n=94) 95% 5%
Household Incom e (1991):
Under $15,000 (n=91) 70% 30%
$15,000-$34,999 (n=153) 85% 15%
$35,000 and over (n=129) 91% 9%
Labor force status:
Employed (n=267) 85% 15%
Unemployed (n=14) 43% 57%
Not in labor force ie. retired, students, 86% 14%
etc. (n=121)
Marital status: Married (n=233) 91% 9%
Not married (n=166) 74% 26%
Head o f  household: Male(n=295) 86% 14%
Female (n=105) 77% 23%
Source: Bureau o f  Business and Economic Research, The University o f  Montana
Note: Not all respondents answered every question.
Figure 1
Health Insurance Status and History among 
Adult Montanans,
August 1992 (r1=402)
Insured Now | 84%
Continuous
Coverage |  53%
Periods without 
Insurance |  31%
Uninsured I  16%
20% 60% 100% 
Source: Bureau o f  Business and Economic Research, The 
University o f  Montana.
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Figure 2
Reasons for Not Having Health Insurance
Too expensive, could 
not afford to carry it
| 89%
Deductible was increased ■  13%
Changed jobs and no 
insurance with new job | 35%
Employer did not provide or 
discontinued insurance 1 24%
Insurance company canceled 
my/our coverage because o f  a 
medical problem or condition |  8%
• Felt I/we could get by without 
it (“pay as you go”) |  8%
Benefits were reduced [4%
20% 60% 100%
Source: Bureau o f  Business and Economic Research, The University 
o f  Montana.
Note: Percentages do not add to 100 because o f  multiple responses.
among the elderly, aged sixty-five and older. It also increased 
with education and with income. However, income is likely 
the more influential factor o f the two, since it generally 
accompanies increased education.
Marital status also affected insurance coverage. Ninety-one 
percent o f the married respondents were covered by health 
insurance; among the unmarried, only 74 percent were covered. 
Those living in households headed by men were also more 
likely to have coverage than were those in households headed 
by women. These differences reflect the predominance of 
husband-wife households in Montana. Most Montana house­
holds headed by men are, in fact, husband-wife households, and 
many are dual-earner households. Most Montana households 
headed by women are not dual-earner households.
By contrast, segments o f the Montana population less likely 
to have insurance include:
• Young adults,
• Those with less education, and
• Those with lower incomes.
In Montana, as nationally, insurance coverage tends to be 
particularly correlated with employment. So it comes as no 
surprise that, among our respondents, the unemployed were 
the least likely to have health insurance.
We looked also at the small subgroup (68 out o f 402 respon­
dents) o f employers and self-employed persons in our sample. 
Collectively, their situation mirrored that o f the overall 
sample—about 85 percent were insured.
Coverage for their employees, however, was less extensive. 
O f the employers in our sample, slightly less than half had 
provided or arranged for insurance for their own employees. 
Among those employers who had, the coverage tended to 
follow  traditional patterns. Their full-time employees were 
much more likely to be covered than were their part-time 
employees. Also, employers with larger numbers o f employees 
were somewhat more likely to provide insurance than were 
those with just a few employees.
Nature of Insurance Coverage
Among insured respondents, about a fourth reported 
coverage through Medicare or Medicaid. The vast majority of 
insured respondents had private coverage.
Almost half the insured respondents had obtained coverage 
through their employment. For a few, their unions were the 
conduit, but in most o f the cases, their employers had arranged 
for the insurance. About a third reported arranging their own 
coverage.
Three out o f four insured respondents paid all or part o f the 
insurance premiums themselves. In most cases where the 
premium was paid by someone else, the respondent was 
covered by a spouse’s or parent’s policy.
About two-thirds o f the insured respondents reported that 
dependents in their household were also covered; two depen­
dents was the median among this group.
Going Without Health Insurance
Slightly more than half the survey respondents reported 
continuous coverage throughout their adult lives (see Figure 1). 
The remainder were either uninsured at the time o f the survey 
or had experienced periods—often quite long periods—without 
any health insurance. Only about one in five o f these respon­
dents had gone without insurance for a year or less. The 
median was five years without coverage, with about a fourth 
reporting being uninsured for over ten years.
As Figure 2 shows, affordability and employment circum­
stances were most often cited as reasons for not having health 
insurance. About nine in ten indicated they could not afford to 
carry the insurance themselves. About five in ten indicated that 
health insurance was not available to them through their 
employment. In almost half the cases, both cost and employ­
ment factors were cited. Once again, the connection between 
employment and insurance coverage is obvious.
At the same time, though, roughly one in ten said that their 
coverage had been canceled by the insurance company because 
o f a medical problem or condition.
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Access to Health Care
We also asked all our respondents about their own access to 
health care. The survey results suggest that most Montanans, 
though not all, have access to what they consider basic health 
care services.
About eight respondents in ten said they have their own 
doctor, and in most cases that doctor was in their own commu­
nity.
Over three-fourths said they live within ten miles o f a 
hospital or medical facility o f some sort. About one in ten lived 
more than twenty-five miles away; this would account for 
almost 60,000 adults in this state, along with any children in 
their households.
Eighty-nine (89) percent o f the respondents—almost all—said 
that most “basic services” are available to them in their own 
communities. Still, about one in five also indicated a need or 
desire for other services.
These “other” services pertained mostly to more specialized 
treatment services—such as for cancer, cardiac care, head 
injuries, trauma, obstetrics-gynecology, and so on. O r they 
pertained to the need for expanded equipment and services— 
such as having a full-time doctor rather than a part-time doctor, 
or another doctor, or more emergency equipment, and so on. 
Such services typically are associated with larger or more urban 
areas.
Use of Health Care Services
The survey findings, summarized in Table 3, indicate that 
Montanans, not unlike Americans overall, make considerable 
use generally o f health care services.
The vast majority o f respondents reported consulting with 
at least one type o f health care professional in 1991—most often 
with a medical doctor (83 percent) or with a nurse or nurse 
practitioner (42 percent). Most had five or fewer consultations 
during the year. Not unexpectedly, given the impact of 
insurance coverage, insured respondents were noticeably more 
likely to report such consultations than were uninsured 
respondents.
Roughly six respondents in ten overall reported that 
someone in their household was using prescription medicines at 
the time o f the survey. Since use o f prescription medicines 
implies consultation with a doctor, and uninsured respondents 
reported less consultation, it’s not surprising that they also 
reported less use o f prescription medicines by household 
members.
Twenty-nine percent overall reported that someone in their 
household had been hospitalized during 1991. Interestingly, the 
uninsured respondents reported a somewhat higher-than- 
average incidence o f hospitalization. This is perhaps at least 
partially reflective o f a reported tendency that people who
Table 2
Access to Basic Health Care among Adult 
Montanans, August 1992
Have a regular doctor
A ll respondents (n=402) 78%
Insured persons (n=337) 82%
Uninsured persons (n=65) 57%
Have a regular doctor in own community
All respondents (n=402) 62%
Insured persons (n=337) 66%
Uninsured persons (n=65) 43%
Proximity to hospital or medical assistance facility o f  
som e type (n=402)
Within 10 m iles o f  residence 79%
11 to 25 m iled from residence 12%
Over 25 m iles from residence 8%
Believe m ost basic health care services are available
in own community (n=402) 89%
Need or would like to have other health care services
in own community (n=402) 20%
Source: Bureau o f  Business and Economic Research, The 
University o f  Montana.
Table 3
Use of Health Care Services among Montanans
Consulted with a health care professional 
during 1991
A ll respondents (n=402) 78%
Insured persons (n=337) 80%
Uninsured persons (n=65) 65%
Types o f  professionals consulted (n=313):
Medical doctor 83%
Nurse or nurse practitioner 42%
Chiropractor 19%
Physical therapist 16%
Counselor, psycholog ist 11 %
Other types (naturopath, dentist,
optometrist, etc.) 35%
Prescription medicines used (currently) by som eone 
in household (n=402)
A ll respondent households (n=402) 57%
Insured households (n=337) 59%
Uninsured households (n=65) 45%
Hospitalization o f  anyone in household during 1991
A ll respondent households (n=402) 29%
Insured households (n=337) 28%
Uninsured households (n=65) 37%
Source: Bureau o f  Business and Economic Research, The University 
o f  Montana.
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Table 4
Households with Out-of-Pocket Health Care Expenditures
Insured Persons
All All Private Medicare- Uninsured
ResDondents Insureds and Other Medicaid Persons
Expenditures for prescription medicines, 1991
Percentage o f  households 84% 86% 86% 87% 72%
Median total expenditure 
Expenditures for doctor services, 1990-1991
$130 $135 $115 $200 $95
Percentage o f  households 93% 95% 95% 95% 85%
Median total expenditure 
Expenditures for hospital services, 1990-1991
$575 $560 $565 $550 $725
Percentage o f  households 56% 54% 55% 50% 66%
Median total expenditure 
Source: Bureau o f  Business and Economic Research,
$710
The University o f  Montana.
$710 $745 $585 $710
don’t have their own doctors go without routine attention or 
put off early treatment and end up using a hospital emergency 
room for medical attention.
Health Care Expenditures
We also asked respondents to estimate their total out-of- 
pocket household expenditures for prescription medicines,
doctor services, and hospital services. Table 4 summarizes this 
information, noting first the percentage o f households having 
such out-of-pocket expenditures and the median estimated 
expenditure for those households. The median reflects the 
“middle” figure in the data—that is, presumably half the 
households spent less, and presumably half spent more.
Most respondent households overall apparently had out-of-
Table 5





Engage in exercise or strenuous physical
activity on a regular basis 79% 79% 80%
Smoke or use other tobacco products 25% 22% 43%
Drink alcoholic beverages 74% 74% 72%
Often drink 14% 12% 23%
Seldom/sometimes drink 60% 62% 49%
Use seat belt in vehicle 91% 92% 83%
Often/always use 69% 70% 61%
Sometimes use 22% 22% 22%
Have made changes to improve eating
habits and diet 59% 60% 51%
Source: Bureau o f  Business and Economic Research, The University o f  Montana.
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pocket expenditures for medicines during 1991 and for doctor 
services during 1990-1991. Roughly half had hospital expendi­
tures during the two-year period.
By comparison, though—among just the uninsured respon­
dents—fewer reported household expenditures for medicines 
and doctors, which would be expected, especially since such 
expenditures would reflect some routine or preventive care or 
early treatment. However, more uninsured respondents 
reported having hospital expenditures—roughly seven in ten. 
Since our data showed they were less likely to have their own 
doctor or any doctor consultations, this again may reflect a 
tendency among some to turn more often to hospital emer­
gency rooms for treatment, especially when it has become a 
necessity.
Health-Related Lifestyle Practices
An increasing body of evidence shows that lifestyle practices 
—such as smoking, drinking, and exercise—can have a profound 
impact on health and consequently on the need for health care.
The survey findings suggest that Montanans have some pretty 
respectable lifestyle practices.
Most Montanans apparently exercise or engage in physical 
activity somewhat regularly, don’t smoke, drink only moder­
ately or not at all, use seat belts, and have consciously im­
proved dietary habits.
While this picture might seem too good to be true, similar 
patterns have shown up at the national level, and there’s no 
reason to believe the experience reported by Montanans is an 
aberration.
Table 5 summarizes these findings. Roughly eight respon­
dents in ten said they engage in exercise or some other form of 
strenuous activity. Most said they did so regularly, three or 
four times a week or more; walking was, by far, the single most 
frequently cited activity (54 percent). Other frequently men­
tioned activities were use of weight training or exercise equip­
ment or aerobics (20 percent total), and jogging (11 percent).
Only about a fourth o f all respondents admitted to being 
smokers or other users o f tobacco. About a third said they had
Table 6
Montana Public Support for Selected Options Regarding 
Health Care Access, Costs, and Related Issues 
August 1992 (n=402)
Health care access:
A ccess to basic health care is a fundamental right for
all citizens 91%
Incentives for employers to provide health insurance 83%
Require employers to provide health insurance 72%
Adopt a national health care plan 72%
Expand Medicare and Medicaid 61 %
Increase access through higher taxes, versus reducing access 46%
Maintain current access, vs. increasing access through higher 
taxes 34%
Controlling health care costs:
Limit malpractice liability 80%
Limit health care fees and charges 79%
Require preventive programs and actions 74%
National health care system 68%
State-operated health care system 46%
Limit insurance payments 45%
Limit access to health care 15 ̂
Other health care issues/options:
Establish State trust fund to provide coverage for uninsured or 
underinsured persons 73%
Establish federal funding priorities for health care services 57%
Disallow  Medicare benefits for persons who can afford to pay 
their own expenses or their own insurance 55%
Source: Bureau o f  Business and Economic Research, The University o f  Montana.
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used tobacco in the past. Compared with insured persons, the 
uninsured respondents were nearly twice as likely to report 
current tobacco use.
A similar pattern appeared in reported use o f alcohol. 
Overall, roughly one respondent in four (26 percent) claimed 
to be a nondrinker, while the majority said they drink only 
moderately or infrequently. Among the uninsured, about as 
many (28 percent) said they were nondrinkers, but more of 
those who did drink reported drinking often.
The uninsured also reported using seat belts with less 
frequency than did insured persons, although few respondents 
overall would admit to never buckling up.
Overall, about six respondents in ten claimed to have 
improved their eating habits, citing concerns about fat and 
cholesterol as influential factors in their changes. Here as with 
other lifestyle measures, uninsured persons were somewhat less 
likely to practice the healthier alternative.
Overall, uninsured respondents as a group were slightly less 
likely to use their seat belts or to have improved their diets. 
Moreover, they showed a somewhat higher propensity for 
tobacco and alcohol use. All o f these practices could certainly 
lead to needing health care—care for which they have no 
insurance.
Options for Dealing with 
Health Care
In addition to queries about lifestyle, expenditures, insur­
ance status, and so on, we also asked Montanans how they felt 
about several important health care policy issues, especially 
those that would impact access and cost containment. Table 6 
summarizes the public support for the various options or 
issues.
Health Care Access. Overall, there was generally less public 
support for options that would reduce health care access. In 
fact, respondents favored more, rather than less, access to 
health care, and only one in ten did not agree with the notion 
that access to basic health care is a fundamental right for all 
citizens.
O f all the explicit access-related options in the survey, 
employer-provided health insurance garnered the most public 
support. A substantial majority (83 percent) favored incentives 
for employers to offer (though not necessarily pay for) cover­
age. Nearly that many respondents (72 percent) thought 
employers should be required to offer coverage.
Almost three-fourths (72 percent) supported adopting a 
national health care plan as a means o f improving overall access; 
about six in ten favored expanding Medicare and Medicaid to 
achieve that goal.
Interestingly, when offered three related options, nearly half 
the respondents (46 percent) said they would pay higher taxes 
for increased access, rather than leave things as they are (34
percent) or reduce access (3 percent).
Health Care Costs. Human nature being what it is, 
respondents tended to support options that would provide the 
greatest access while putting less burden directly on the average 
consumer—i.e., themselves.
Thus, the biggest majority (80 percent) endorsed limits on 
malpractice liability, which is more often seen as benefitting 
doctors and other providers rather than affecting consumer 
access. Almost as many (79 percent) favored limits on provid­
ers’ fees—i.e., what they and other consumers could be charged 
for health care services. By contrast, many fewer respondents 
(45 percent) supported limiting insurance reimbursements on 
behalf o f the insured consumers.
Once again, the general idea o f a national health care system 
received majority support; 68 percent favored it as a cost­
cutting measure, compared with 72 percent who saw it as a 
means o f improving access.
However, support was mixed for health care systems at the 
state level. When asked about a Montana-operated health care 
system as a means o f controlling costs, only 46 percent indi­
cated support. Yet nearly three-fourths (73 percent) endorsed 
the general idea o f a state-level “safety net” or trust fund to 
provide coverage for uninsured or underinsured Montanans.
Here again strategies that limited access garnered little 
support. In fact, only 15 percent o f respondents endorsed the 
idea o f limiting access to control costs. But two cost control 
measures with some impact on access did receive majority 
support. Just over half (55 percent) thought Medicare benefits 
should be denied on the basis o f need or income. Slightly more 
respondents (57 percent) favored setting priorities on federally 
funded health care services.
Conclusion
It’s always tempting to reach for a few succinct concluding 
comments and recommendations. However, as our survey 
suggests, health care reform is a deeply complex issue involving 
difficult tradeoffs, apparently contradictory public demands, 
and no pat answers.
While important policy matters should not be dictated by 
public opinion, neither can we afford to develop policy 
without acknowledging the complexity and power o f public 
opinion. Thus we hope our survey findings may serve decision 
makers as they tackle this crucial issue. ®
Susan Selig Wallwork is director o f survey research at the 
Bureau o f Business and Economic Research, The University o f 
Montana, Missoula, MT.
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NATURAL RESOURCE INDUSTRIES
Recent Trends and Conditions in 
the Natural Resource Industries
by Larry D. Swanson
*  M m nder our Natural Resource Industry Research Program (NRIRP), the 
J  Bureau o f Business and Economic Research monitors and reports on 
■ current conditions and trends in Montana’s important natural resource
sectors.1 These sectors include agricultural production, wood products manufacturing, 
oil and gas exploration and production, nonfuel mineral mining and nonresident 
travel. The Bureau has constructed profiles—using selected indicators—for each of 
these natural resource sectors. These profiles track industry trends since 1985.
In this article, brief current outlooks for each sector are followed by more detailed 
discussions of Montana’s important natural resource industries.
Agriculture
Cash receipts tied to cattle and wheat marketings account for about 80 percent of 
all agricultural receipts in Montana. Wheat prices have been quite low  recently, but 
are expected to improve in 1993. Cattle prices, softening in recent years as cattle 
inventories rebuild, are expected to decline further during the current year.
Wood Products
After falling to very low levels, nationwide residential construction has been rising. 
This has spurred lumber consumption and reinvigorated Montana’s wood products 
industry. Gains in industry employment last year largely recovered the prior year’s 
recession-related employment losses. However, with heavily depleted timber stands 
on private industrial tracts and reduced timber sales on national forests, Montana 
logging activity is expected to decline in coming years.
Oil and Gas
Crude oil prices are at relatively low levels and are expected to remain so for the 
foreseeable future. Because of this, oil and gas exploration and drilling activity in 
Montana, as in other states with oil and gas resources, will continue only at a slow 
pace.
Nonfuel Mineral Mining
Gold, platinum, and copper prices have been sliding for several years, and the 
outlook for 1993 is not good. Low prices will continue to damper activity in 
Montana’s metal mining industry.
Nonresident Travel
Nonresident visitors to Yellowstone and Glacier Parks are increasing, travelers 
enter Montana by car and plane in increasing numbers, and state accommodations tax 
revenues are on the rise—all indications of continuing growth in Montana’s travel and 
tourism industry. Steady growth should continue.
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Figures 1, 2, 3 & 4
U.S. Cattle and Wheat Prices
1991 Dollars Per 100 lbs. 1991 Dollars Per Bushel
Montana Cattle and Wheat Production
Millions o f  Pounds Millions o f  Bushels
1985 1986 1987 1988 1989 1990 1991 1992
Cash Receipts by Montana Farmers & Ranchers
Millions o f  1991 Dollars
1985 1986 1987 1988 1989 1990 1991 1992
Montana Farm and Ranch Labor Earnings
Millions o f  1991 Dollars
Sources: Economic Research Service, USDA (cattle and wheat 
prices); Montana Agricultural Statistics Service (cattle and wheat 
production and cash receipts); and Bureau o f  Economic Analysis, U.S. 
Dept o f  Commerce (labor income).
Farm and Ranch 
Production
Cattle and Wheat Price Trends
Montana agriculture focuses on cattle and wheat 
production, so prices in just these two areas heavily 
determine overall income conditions for the state’s 
agricultural producers. Figure 1 shows varying levels of 
cattle and wheat prices in recent years (1985 through last 
year). These are actual prices received by farmers and 
ranchers, including federal farm program loan rates and 
target prices for wheat, which have been converted into 
inflation-adjusted dollars.
Cattle prices have been relatively good in recent 
years, generally holding at $75 plus per hundredweight. 
However, these good prices were primarily the result of 
drastically reduced cattle numbers nationwide during 
the mid-1980s, as cattle herds were liquidated during the 
farm financial crisis experienced by large segments of 
American agriculture. Cattle numbers are slowly 
rebuilding and as they do, cattle prices are softening. 
This is expected to continue in the current year.
Both target prices and loan rates for wheat have been 
gradually reduced in recent years. The market price for 
wheat, or what farmers actually receive at the elevator, 
has been volatile, plunging in 1990 and 1991, improving, 
then falling again last autumn. Wheat prices are cur­
rently expected to strengthen through the year.
Production and Receipts 
in Montana
The primary variables in Montana’s wheat produc­
tion are climatic: amount and timeliness o f rainfall; and 
the harshness o f winter. Figure 2 shows the dramatic 
drop in wheat production during the drought years of 
1985 and 1988. In 1992 wheat production totaled 140 
million bushels, down from 160 million the previous 
year.
In recent years declining cattle numbers limited 
Montana cattle producers’ ability to increase cattle 
marketings with favorable prices. Montana producers 
marketed about 913 million pounds o f cattle in 1991, 
down from 1.1 billion pounds in 1989.
Farm and ranch income in Montana improved 
considerably in recent years after dipping to disastrous 
levels in the mid-1980s (see Figure 4). In each o f the last 
two years, farm income reached about $490 million. 
About the same level is currently expected for 
this year.
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Figures 5, 6, 7 & 8
U.S. Housing Starts & Lumber Usage




1985 1986 1987 1988 1989 1990 1991 1992 .
Lumber & Plywood Prices
1991 Dollars Per Thous. Brd. Ft. 1991 Dollars Per Thous. Sq. Ft.
1985 1986 1987 1988 1989 1990 1991 1992
Montana Wood Products Production




Montana Wood Products Employment






Nationwide Market and 
Price Conditions
Softwood lumber consumption is heavily dependent 
on residential construction activity, and both are impor­
tant indicators o f trends and conditions in the wood 
products industry. Nationwide, housing starts fell from 
an annual rate o f about 1.9 million in early 1986 to as 
low  as one million at the beginning o f 1991. However, 
spurred by falling mortgage interest rates, housing 
activity has been steadily climbing during the last two 
years. Even with this recent growth, the number of 
housing starts is currently well below historical levels in 
the United States and should remain so. Wharton 
Economic Forecasting Associates (WEFA) currently 
forecasts 1.39 million starts in 1993 (up from 1.22 million 
in 1992) and 1.47 million in both 1994 and 1995.2
As housing starts and U.S. lumber consumption fell in 
recent years, prices for framing lumber and plywood 
softened and then dropped precipitously in 1990—to 
almost $200 per thousand board feet (see Figure 6). But 
with rising housing construction, increasing lumber 
demand, and constraints on timber supply, these prices 
too have risen and are currently expected to continue 
rising.
Industry Activity in Montana
Montana’s lumber production has been fairly stable in 
recent years (with the exception o f a sharp decline in 
1988 when mill strikes occurred in the state). Production 
slipped to 312 million board feet in the first quarter of 
1991, but has since risen to about 360 million board feet. 
Although plywood production fell to 130 million square 
feet early in 1991, it has climbed in the last year (see 
Figure 7).
About 90 percent of the Montana logging and wood 
products manufacturing workforce are wage and salary 
employees. Figure 8 shows quarterly earnings data, 
calculated in inflation-adjusted dollars, for these wage and 
salary workers. Industry earnings fluctuate seasonally 
and fell to low levels in 1991, closely corresponding with 
the nationwide recession. However, employment gains 
by the industry last year recouped these recent losses.
Sources: WEFA (housing starts); National Forest Products Association (lumber 
consumption, including net exports); Random Lengths Publications, Inc. (prices); 
Bureau o f Business and Economic Research (state wood products production); and 
Montana Dept, o f Labor and Industry (employment).
Note: Wage and salary payments and employment are seasonally-adjusted annual 
averages for each quarter.
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Figures 9, 10, 11 & 12
U.S. Crude Oil Price
1985 1986 1987 1988 1989 1990 1991 1992
Oil and Gas Drilling in Montana
Number o f  Wells Drilled
1985 1986 1987 1988 1989 1990 1991 1992
Oil and Gas Production in Montana
Millions o f  Barrels Billions o f  Cubic Feet
1985 1986 1987 1988 1989 1990 1991 1992
Oil and Gas Exploration 
and Production
Trends in Crude Oil Prices
Crude oil prices are the dominant factor influencing 
the level o f oil and gas exploration and drilling in the 
United States. Figure 9 shows quarterly average prices for 
crude oil purchases by U.S. refineries. These prices, which 
are heavily affected by world oil supply conditions and 
international events, collapsed in 1986, plummeting by 
over 50 percent from the last quarter o f 1985 to the 
second quarter o f 1986. Aside from a brief spike after 
Iraq’s 1990 invasion o f Kuwait, prices have remained at 
very low  levels. WEFA currently estimates crude oil 
prices will average about $19 a barrel during 1993 and 
increase to nearly $21 a barrel in 1994.
Industry Activity in Montana
As oil prices declined in the mid-1980s, so did investor 
interest in drilling for more oil and gas. O il and gas 
drilling in Montana, which totaled 660 wells for the year 
in 1985, has ranged from 250 to 320 wells a year during 
the last five years. As Figure 10 shows, most o f the state’s 
recent drilling activity has concentrated on expanding 
existing fields o f natural gas.
Montana’s crude oil production peaked nearly twenty- 
five years ago, and has fallen by 38 percent in just the last 
seven years (see Figure 11). By contrast, natural gas 
production in the state, while not growing, has remained 
fairly stable since the mid-1970s.
These oil price and drilling activity trends are clearly 
reflected in recent industry employment levels. About 90 
percent o f Montanans employed in oil and gas explora­
tion and production are wage and salary workers. Their 
number has fallen from over 3,600 in 1985 to a current 
level o f about 1,600 workers (see Figure 12). Similarly, 
industry worker income has dropped from over $100 
million a year in 1985 to less than $45 million.
As in nearly all other U.S. regions with oil and gas 
resources, Montana’s exploration and drilling activity is 
expected to remain at low  levels for the foreseeable future.













Sources: U.S. Dept o f  Energy (oil prices); Montana Dept, o f  Natural 
Resources & Conservation (drilling & production); and Montana Dept o f  
Labor & Industry (employment).
Note: Wage and salary payments and employment are seasonally-adjusted 
annual averages for each quarter.
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Figures 13, 14 & 15
U.S. Metal Prices







Trends in Metal Prices
After years of decline, metal prices rose markedly in 
1986 and 1987. This surge prompted renewed interest in 
metal mining nationwide, including Montana. However, 
many metal prices waned again in 1988 and 1989 and 
continued falling into 1992. Most metals, including precious 
ones such as gold and platinum, are used industrially; the 
recent recession reduced demand for them. This relation­
ship suggests that as economic activity increases again, so 
too will most metal prices.
Value of Montana Nonfuel Mineral Production
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Montana Nonfuels Mining Employment
Millions o f  1991 Dollars
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Sources: Metal prices (platinum: ave. merchants' price in New York; gold: 
Handy and Harman at New York; Copper: producers' price o f  electrolytic 
wirebar copper), Bureau o f  Mines, U.S. Dept, o f  Interior (value o f  minerals 
production); Montana Dept, o f  Labor & Industry (employment).
Industry Activity in Montana
Montana’s mining industry responded to higher metal 
prices with increased investment in new metal mines, and, 
where possible, more production from existing mines. 
During the mid-1980s price surge, the value o f Montana’s 
nonfuel mineral production shot from $250 million to $660 
million.
As metal prices have gradually declined from that peak, 
so has the value o f nonfuel mineral production, falling by 
over 10 percent since 1989. Most o f the drop can be 
accounted for by declining copper and platinum-palladium 
production. Gold and silver production values, however, 
have stayed at high levels despite falling prices.
About 80 to 90 percent o f those employed in Montana’s 
nonfuel mining industry are wage and salary employees. 
Industry employment rose from around 2,000 workers in 
1985 to as high as 3,500 to 3,600 workers in 1988, 1989, and 
1990. During the past two years employment has declined.






Figures 16, 17, 1 8&19
U.S. Travel Activity
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Nationwide Travel Activity
The travel industry has become one o f the largest 
industries worldwide as well as in the United States. The 
U.S. Travel Data Center estimates that the number of 
“person-trips” (number of people involved in individual 
trips at least 100 miles from home) in the U.S. has in­
creased over 20 percent in the past few years—-from about 
1.1 billion trips in 1985 to over 1.3 billion in 1991 (see 
Figure 16). Over 80 percent o f this travel activity is for 




Montana’s spectacular scenery and recreational re­
sources attract more visitors from outside the state each 
year. The number of visitors to Yellowstone Park, up 12 
percent in the last two years, is 42 percent greater today 
than in 1985 (see Figure 17). Visitorship at Glacier 
National Park, up 11 percent in the last two years, is 40 
percent greater in 1992 than in 1985.
As indicated in Figure 18, the number o f nonresidents 
entering Montana by automobile increased 13 percent in 
the last two years, reaching a level 36 percent greater than 
1985’s estimated level. State accommodation tax revenue 
has increased by 15 percent in the last two years (in 
inflation-adjusted dollars), another indication of growth in 
this sector o f Montana’s economy.
This growth has increased employment in Montana’s 
nonresident travel industry to over 17,000 workers (Figure 
19). These workers received an estimated $214 million in 
income last year. ■
Montana Nonresident Travel Employment
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Sources: U.S. Travel Data Center, Washington, D.C. (person-trips); U.S. National Park 
Service (national park visits); U.S. Forest Service & Institute for Tourism & Recreation 
Research (ITkR), The University o f  Montana (nonresident ski visits); Montana Dept o f 
Commerce (accommodations taxes); Montana Dept, o f  Highways & 1TRR (nonresident 
highway travelers); and Bureau o f Business and Economic Research, The University o f 
Montana (employment).
Citations
'The Bureau’s Natural Resource Industry Research Program receives 
funding support from Plum Creek Timber Company, Montana Wood 
Products Association, and American Forest Resource Alliance.
T h e  WEFA Group, “U.S. Long-Term Economic Outlook, First Quarter 
1993,*  1993.
Larry D. Swanson is director o f  econom ic analysis at the 
Bureau o f  Business and E conom ic Research, The University o f 
Montana, Missoula, MT.




Historically, land prices have been crucial to understanding 
Montana’s agricultural economy. Real estate accounts for 
about 70 percent o f a typical farm investment, and its fluctuat­
ing value impacts farm expansion or investment decisions. 
Thus, land prices reflect farmers’ income expectations. Figure 
1 shows Montana land prices over time. From the early 1940s, 
land prices rose at about 5.8 percent per year, peaking in 1980.
Low cattle prices, drought, and high debt levels plagued 
Montana agriculture during the early to mid-1980s—problems 
reflected in land prices, which declined by 65 percent over the 
period 1980-1989. Land prices have increased by 11 percent 
over the past three years and are now at 1962 levels.
Recent land prices indicate some optimism on the part of 
Montana farmers. But the link is complicated by a surge in 
non-agricultural out-of-state buyers in central and southeastern 
Montana ranching areas (Lewistown, Roundup) as well as the 
usual recreation locales (Bozeman, Kalispell). In 1992, pasture 
land increased in value more than cropland, though data
Figures 3 & 4 
Montana Farm Debt 
1960 - 1991 
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Figures 1 & 2
Montana Land Price, 1950 - 92 
(1950 = 1.00)
Land Price Index
Montana Farm Machinery Investment 
1960 - 1992 
Millions o f  1992 dollars
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MAJOR INDUSTRIES
doesn’t identify what portion o f the increase is due to non- 
agricultural buyers.
Machinery investment (including vehicles) also indicates 
farmer optimism (Figure 2). This indicator rose about 8 percent 
annually until 1977, then declined at an annual rate o f 3.2 
percent until 1988. Since then, machinery purchases have just 
about offset depreciation, which runs 5 to 6 percent yearly for 
farm equipment. Preliminary estimates for 1992 show Montana 
farmers increasing automobile more than other machinery 
purchases.
Farm debt increased by 4 percent annually until 1981, 
dropped 7.2 percent per year after that, and now stands at 47 
percent o f the 1981 peak (Figure 3). From its peak, Montana’s 
aggregate farm debt has been reduced by $3 billion-mostly 
through reduced consumption and not replacing machinery. 
Debt to asset ratio (Figure 4) peaked at 21 percent in 1984, and 
now is 12 percent. About 2 percent o f Montana’s farmers 
maintain high debt and continue to face financial difficulties.
As Figure 5 shows, Montana’s total cash receipts have 
remained fairly stable since the early 1940s. Livestock receipts 
exceeded crop receipts during the past eight years. Govern­
ment payments have contributed about 17 percent o f total 
receipts recently, and nearly 30 percent o f crop receipts. 
Political and environmental constraints could put these 
payments at risk.
Figure 6 shows that effective wheat prices have dropped 
dramatically, and now stand at about 50 percent o f the 1940 
price. Cattle prices are about equal to the 1940 price. Wheat 
yields (Figure 7) have risen dramatically, to about two and a 
half times their 1940 levels. Beef yields increased a modest 20 
percent over the same period. Thus, cattle revenues have 
stabilized by maintaining both price and yield levels. Wheat 
(and other small grain) revenues have been maintained by 
increasing yields enough to offset declining prices.
Outlook
Wheat prices haven’t increased as rapidly as expected, but I 
believe they will strengthen in 1993, possibly as high as $4 per 
bushel. Cattle prices stayed higher than expected in 1992. Cow  
numbers increased 6 percent annually over the past three years, 
and based on replacement heifer retention, I expect cow 
numbers will increase by 10 percent in 1993. Because of a larger 
increase in cow  numbers and lack o f past price declines, future 
downward cattle price adjustments are expected to be more 
dramatic. ®
Myles Watts heads the Agricultural Economics and Economics 
Department at Montana State University, Bozeman, MT.
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F ig u r e s  5, 6 &  7
Montana Agricultural Cash Receipts 
1924 - 1991 
Millions o f  1992 dollars
Cattle and Wheat Price Indicies
1940 - 1991
(1950=1.00)
Cattle and Wheat Yield Indices 
1940 - 1991 
(1950 = 1.00)
Note: Wheat yield is bushels per acre and cattle yield is pounds o f  beef per 
cow.
Source: U.S. Department o f  Agriculture.
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Montana's Tourism and 
Recreation Industry
by Steve M cCool
F i g u r e s  1 &  2
Number o f Visitors Entering by Highway* 
Millions o f  Visitors
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Sources: Montana Department o f  Transportation and Institute 
for Tourism and Recreation Research.
’Excludes long-haul, over the road truck traffic and other 
commercial and military transport.
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Montana’s tourism and recreation industry continued 
growing in 1992, sustained by a high quality product, effective 
promotion, and a relatively high national profile. An estimated 
6.4 million nonresidents visited the state in 1992, an increase of 
8.2 percent over 1991. Nationwide in 1992, domestic travel 
increased at about half the Montana rate—an estimated 4 
percent over the previous year. The industry as a whole was 
still recovering from the 1991 recession.
Preliminary figures indicate that nonresident expenditures 
totaled $900 million in 1992, up 8.7 percent over the 1991 
estimate o f $828 million. Total revenues from Montana’s 
accommodations tax also rose in 1992, up an estimated 12 
percent over the previous year. The state benefitted as well 
from favorable U.S. - Canada exchange rates and from imple­
mentation of the Canadian Goods and Services Tax (GST). 
Canadian visits to Montana doubled in the period 1987 to 1991.
Most visitors (91 percent) arrived in Montana by automo­
bile, but nonresident airplane deboardings also grew in 1992. 
Overall, nonresident deboardings at Montana airports rose an 
estimated 12 percent in 1992, with significant increases at each 
of the seven major airports. Billings airport was the busiest in 
1992, with Bozeman and Missoula in a see-saw battle for second 
place.
As usual, summer was Montana’s strongest travel season. 
Visitor numbers grew by an estimated 8.8 percent for the 1992 
summer quarter (fuly, August, September); revenue from the 
accommodations tax rose 8 percent for the same period. The 
1992 summer season accounted for slightly more than half (51.5 
percent) of yearly nonresident travel into the state; for 41 
percent of total accommodations tax revenue; for 64 percent of 
all 1992 Yellowstone Park nonresident visitors; and for 75 
percent of Glacier Park’s 1992 nonresident visitors.
A different trend emerges for Montana’s winter season 
recreation industry. During the 1991-92 winter season, total
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skier visits remained flat statewide. The nonresident portion 
rose slightly (1.6 percent) over the previous season.
Recent economic and political changes suggest a positive 
national climate for the travel and tourism industry. The 
recession ended, and with the election o f a new president, 
consumer confidence rose. While an important factor for 
industry health, consumers’ confidence must be accompanied 
by disposable income as well. For 1993, the U.S. Travel Data 
Center is forecasting a 5 percent increase in domestic travel.
The above-named factors will affect travel to Montana in 
1993. Also important are the U.S.- Canada exchange rate;
stability in the state’s promotion efforts; continuing interest in 
Western and Native American themes (shown by movies like 
“A River Runs Through It,” and “Dances with Wolves”); 
growing interest in natural environments; maintaining good 
value for visitor dollars; and attending to Montanans’ concerns 
about tourism industry impacts. ®
Steve McCool is director o f the Institute fo r Tourism and 
Recreation Research, The University o f Montana, Missoula, MT.




by Charles E. Keegan III
Recession and Recovery
Two major factors are affecting Montana’s forest products 
industry:
* national markets, and
• the local timber supply.
In many respects, the past three years show a typical 
recession decline-and-recovery pattern for both Montana and 
the nation.
National markets certainly were impacted by the recession. 
In 1989, U.S. softwood lumber consumption was 48 billion 
board feet; and as the recession deepened in 1991, consumption 
dropped to 43 billion board feet (Figure 1). Preliminary 
estimates for 1992 show lumber consumption rose to 45 billion 
board feet as the U.S. economy recovered somewhat.
Montana’s forest products industry showed a similar pattern 
of decline and recovery over the same period. As Figure 2 
illustrates, the sales value o f Montana primary w ood and paper 
products fell from just over $1 billion in 1989 to $950 million 
in 1991. In 1992, sales had climbed to $1.1 billion. The same
F ig u r e  1
U.S. Softwood Lumber Consumption, 1972 - 95
Billion Board Feet Lumber 
60 T
Sources: Resource Information Systems Inc.; Western Wood 
Products Association.
cycle is also apparent in Montana industry employment (Figure 
3). Worker numbers declined by about 1,000 (to 10,130 
workers) in 1991. Estimates suggest 1992 worker levels have 
rebounded to over 11,000 workers, approaching late 1980s 
levels. Impacts o f the recent recession were mild compared to 
the substantial declines during the severe recession of the early 
1980s.
Prices and Revenues
U.S. prices for manufactured wood products and for 
Montana timber rose dramatically in 1992 (Figure 4).
F ig u r e s  2 & 3
Sales Value o f Wood and Paper Products 
Montana, 1969 - 92 
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Sources: Bureau o f  Business and Economic Research, The University o f 
Montana; Current Forest Industries Information System; and Western 
Wood Products Association, Statistical Yearbook o f  the Western Lumber 
Industry.
Montana Forest Products Industry 





Sources: U.S. Dept, o f  Commerce; Bureau o f  Economic Analysis; Bureau o f 
Business and Economic Research, The University o f  Montana.
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• By year end, lumber and plywood prices were about 40 
percent higher than year end 1991 levels.
• Stumpage prices increased 60 percent from 1991 to 1992, 
and were more than four times the average price purchasers bid 
for Montana national forest timber on the stump in 1986.
Nationwide, the sharp upward trend in 1992 prices for 
manufactured w ood products such as lumber was due more to 
limited timber supply in the Pacific Northwest and other parts 
of North America than to the modestly increasing lumber 
consumption. U.S. construction activity is still well below late 
1980s levels (note trends in Figure 1).
The price of timber in Montana (Figure 4, stumpage trend 
line) is being influenced by current and anticipated prices for 
lumber and other manufactured w ood products, and by lower 
volumes o f timber available in the state.
Not surprisingly, revenues to timber owners have increased 
as well. In 1985, payments to timber owners in Montana were 
estimated at about $35 million. Estimates for 1992 indicate that 
revenues will total nearly $100 million, with dramatic increases 
to all ownership categories (Figure 5). Estimated revenues 
nearly doubled between 1991 and 1992.
Outlook
Markets
The U.S. economy is expected to improve and that should 
increase construction activity and push prices for manufactured 
wood products even higher in 1993. Paper prices, which have 
been very low  in 1990, 1991, and 1992 should also improve in 
1993.
Timber Availability In Montana
A timber supply analysis recently completed by the Mon­
tana Department of State Lands, the U.S. Forest Service and 
The University o f Montana, estimates timber processed by the 
industry will decline by about 25 percent during the 1990s 
relative to 1986-1990 levels. Crucial elements influencing that 
decline are as follows:
1. Much lower timber offerings from the national forests. 
Constraints include threatened and endangered species protec­
tion, appeals and litigation, and cumulative impacts o f past 
harvesting, as well as U.S. Forest Service budget levels.
2. Substantially lower harvests on industrial timberlands, 
because the volume o f standing timber is not sufficient to 
sustain the harvest levels o f the late 1980s.
Figures 4 & 5
Nationwide Composite
Lumber and Stumpage Bid Prices for
Montana National Forest Timber, 1985 - 93
'85 '87 ’89 '91 '93
Note: The price for timber is in thousand board feet Scribner and 
the price for lumber is in thousand board feet lumber tally.
Sources: Lumber prices are the composite price for framing 
lumber from Random Lengths Publications Inc. The stumpage 
prices are from U.S. Forest Service, Region 1.
Estimated Stumpage Receipts for 
Purchased Montana Timber
Millions o f  1991 Dollars $97 Total
100 t
'85 *87 ’89 '91 '92
♦Note: N1PF refers to nonindustrial private forestlands.
Source: Various land management agencies, tribes, and the 
Bureau o f  Business and Economic Research, The University o f 
Montana.
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Harvest levels from nonindustrial private forest lands (NIPF) 
are likely to rise substantially. Without projected increases from 
NIPF, the overall decline would be much greater than 25 
percent.
Employment Impacts
A 25 percent decline in timber processed would lead to an 
estimated employment decline o f 2,500 direct and 4,000 indirect 
jobs during the 1990s, according to this analysis.
The declines in timber harvested and processed and in employ­
ment would be in western and southwestern Montana. Timber 
harvesting and processing levels and related employment in 
Montana’s eastern two-thirds are expected to increase 2.5 fold in 
the next ten years as nonindustrial private timberland owners 
respond to higher prices.
Many factors influence employment levels. For instance, in 
1992 Montana’s timber harvest was about 8 percent less than 
late 1980s averages. But overall employment did not appear to 
decline because, at least temporarily, the industry is employing 
more workers per million board feet, Scribner of timber har­
vested. Reasons for this include:
1. Increasing net importation o f timber from adjacent states led 
to more timber being processed than was harvested in Montana.
3. Harvest o f timber that was considered unrecoverable under 
the late 1980s price and timber supply situation; some o f this 
material does not “register” on the Scribner scale used to 
measure timber.
4. “New Forestry” harvesting practices often involve more 
labor intensive logging operations.
5. Additional secondary manufacturing and employment 
associated in part with increased construction activity in the 
state.
Summary
The timber supply analysis indicated a range o f expected 
harvest levels from a low  o f 50 percent to a high o f 85 percent 
o f 1986-1990 levels. Price trends and policy directions on the 
national forests will be the main determinants o f the degree of 
decline in the industry and related employment. ®
Charles E. Keegan III is director o f  forest products industry 
research at the Bureau o f  Business and Econom ic Research, The 
University o f Montana.
2. Higher timber costs and product prices can encourage 
employers to use more labor per unit of timber input.
Figures 6 & 7
Volume o f Sawtimber Processed in Montana, 1985 - 92 
Million Board Feet Scribner
Source: Bureau o f  Business and Economic Research, The University 
o f Montana.
Montana Harvest by Ownership, 1984 - 92 
Million Board Feet Scribner 
800 t
Source: U.S. Forest Service, Region 1; various land management 
agencies, tribes; and the Bureau o f  Business and Economic Research, 
The University o f  Montana.
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LAW SUITS
Avoiding Wrongful Discharge 
Law Suits in Montana
cross the country each 
year thousands of 
employees sue their 
employers for wrongful discharge, and 
the stakes can be quite high. In a 
recent settlement in Montana, for 
example, the state Supreme Court 
[Flanigan v. Prudential Savings &
Loan] upheld a jury award o f almost 
$1.5 million to a bank teller discharged 
without “good cause” following 
twenty-eight years o f service. This 
article will outline relevant aspects of current law and present a 
practical guide for Montana business owners and managers 
hoping to avoid such costly wrongful discharge lawsuits. Our 
comments apply only to those not under contract or covered 
by a labor agreement.
Background
History o f At-will Employment
Starting in the early 1980s, many state courts began to re­
examine at-will doctrines. These doctrines, which had their 
origin in English common law, held that an employee could 
withdraw services and could likewise be fired by an employer 
at will—that is, without any justification or explanation needed. 
States began to establish limitations or exceptions based, in 
many instances, on the premise that constitutional rules o f law 
and due process applying to civil affairs should also apply to 
private industry.
This application, however, has become particularly prob­
lematic because private industry must balance changing legal 
expectations with other business pressures—such as a competi­
tive pressure to “downsize” personnel rolls, or improve 
workforce quality.
Montana Eliminates At-will 
Montana’s Supreme Court began to weaken the state’s at- 
will employment doctrines in the mid-1970s. It developed a 
novel legal remedy known as the tort o f bad faith for wrongful 
discharge. Briefly, the court’s actions opened the door for
emotional distress claims and punitive 
damages in employee dismissals.
In early 1982 the court held, 
without a dissenting opinion, that 
Montana employers could be sued 
for wrongful discharge based on the 
nebulous concept o f bad faith and be 
held liable for compensatory dam­
ages, punitive damages, and emo­
tional distress. Employee termina­
tion issues suddenly ranked among 
the most hazardous problems facing 
Montana employers. Although the court couldn’t repeal the 
state’s at-will statute, it did routinely either ignore that statute 
or simply create exceptions it deemed in the public interest.
Confusion in the Montana Supreme Court 
Early bad faith/wrongful discharge cases were greeted 
enthusiastically by the plaintiffs’ bar, but defense attorneys and 
the business community, not surprisingly, reacted in a negative 
fashion. Montana’s revolutionary employee discharge rules 
became a fashionable topic o f discussion at legal meetings 
around the country and even attracted attention from the 
national media.
Court decisions, however, remained unpredictable through 
the mid-1980s. The reasoning used to rule in favor o f an 
employee in one case would be used in a later case to support a 
ruling in favor o f an employer.
The Legislature Intervenes
During this period, Montana’s state legislature faced 
continued pressure from employers and insurance companies 
who lobbied hard to reduce the cost o f wrongful discharge 
settlements. Accordingly, the state legislature drafted what was 
to become the Wrongful Discharge from Employment Act 
(WDFEA) o f 1987.
Though it did not affirm a return to strict at-will standards, 
the bill definitely moved in that direction. It restored much of 
the previous latitude employers had in the termination process, 
while also reflecting recent judicial concern for grossly unfair 
treatment o f employees.
by Aaron W. Andreason 
Jack K. M orton
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Provisions o f WDFEA 
Basically, WDFEA specified the conditions that constitute 
wrongful discharge, and tightly limited cases that might qualify 
for punitive damage awards.
A discharge is wrongful only if based on one o f three 
conditions:
1 Public policy violation: Public policy dictates, for 
A instance, that employees not be terminated for
exercising protected rights like “whistle blowing,” or 
for refusing to commit a wrong such as falsifying 
financial records.
Discharge not for “good cause”: After a suitable 
probationary period, a dismissal must be based on 
reasonable job-related grounds, such as failure to 
perform job duties, disruption o f employer 
operations, or another “legitimate business reason.” 
Note that this is not a restatement o f the implied 
covenant or good faith.
1  Employer violates express provisions of its own 
personnel policy: Employers’ actual personnel 
practices must conform to their written policies, 
because personnel manuals can be construed as 
implied contracts.
Other important features o f the WDFEA are that it:
• Eliminates punitive damages except where “actual 
fraud or malice” can be proved.
• Sets limits for lost wage awards at four years plus 
accrued interest.
• Establishes one-year statute o f limitations for filing 
a wrongful discharge action.
• Specifies that an employee must first exhaust written 
internal procedures before appealing a discharge 
through courts.
• Provides for arbitration.
• Excludes discharges covered under other statutes 
such as the Human Rights or Equal Employment 
Opportunity Acts; and excludes those covered by 
union or other written employment contracts.
Trends and Ambiguities since WDFEA
The Wrongful Discharge From Employment Act became
effective July 1, 1987. Although many observers assumed the 
Montana Supreme Court would declare WDFEA unconstitu­
tional, that did not happen. Court decisions since 1987 have 
continued to pay lip service to the tort o f bad faith, while 
reducing its effective application. (See article on “Bad Faith” in 
MBQ, Autumn 1991, for more on related court decisions.)
Several grey areas still exist, however. For one thing, 
WDFEA. applies only to discharges; other employment 
decisions regarding, say, advancement or salary matters, could 
lead to disputes still governed by the old bad faith rules. Recent 
court decisions suggest that employers who comply with their 
own personnel manuals and who have “legitimate business 
reasons” for decisions will likely avoid liability.
It also appears likely that the court will not allow businesses 
to use indefinite or artificially long probationary periods as 
justification for dismissal without “good cause.” The WDFEA 
does not name specific probationary time periods, although 
recent court actions have suggested they must be “reasonable” 
and inversely related to the amount o f broad discretionary 
powers an employee exercises. That is, a managerial employee 
paid to exercise personal judgement may reasonably be ex­
pected to have a much longer probationary period than a blue 
collar worker who does not have broad discretionary responsi­
bilities.
Finally, WDFEA specifically excludes employee termina­
tions otherwise covered under collective bargaining agreements. 
But a recent case suggests that union and other employees may 
have access to litigation under the bad faith tort rules if the 
dispute involves interpretation (rather than the terms them­
selves) o f a collective bargaining agreement.
Practical Guide for 
Montana Employers
Given that complex and often ambiguous legal background, 
what can Montana employers do now to avoid wrongful 
discharge litigation in the future? There are no guarantees, but 
the following checklist of hiring, termination, and other 
personnel practices should help reduce the risk.
Recruitment and Selection Practices
Your organization should:
• Carefully evaluate each applicant to reduce the 
probability o f making an incorrect selection decision, 
using only job-related hiring factors.
• Include in all employment offers a statement that the 
employee may voluntarily terminate his or her 
employment with proper notice, and that the 
employee may be terminated by the employer at any 
time for any reason.
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• Monitor recruitment and selection processes to ensure 
that all disclaimers and procedures are being used as 
intended.
Your organization should not:
• Include in recruitment brochures or applicant 
correspondence any promise o f permanent 
employment.
• Tell any prospective applicant that his or her 
employment will be terminated only for “just cause” or 




• Inform employees that handbook can be changed at the 
employer’s discretion.
• Include a disclaimer stating that employee handbook 
is not a contract and that any employee may be 
terminated at any time for any reason.
• Specify all work rules and the consequences for 
violating such rules before the company makes any 
attempt to enforce them.
• Ensure that all work rules and managerial orders are 
related to the orderly, efficient and safe operation of the 
business and to the performance an employer might 
reasonably expect of an employee.
• Provide a list o f specific offenses that could result in 
termination or other disciplinary action with a provison 
that the list is not meant to be all inclusive—only 
illustrative.
Personnel manuals should avoid:
• Statements indicating that termination will occur only 
for “just” or “proper” cause.
• Detailed procedures outlining levels o f employee 
discipline that must occur before termination.
• Any statement that an employee will be placed on 
“permanent” status after a probationary period.
The Termination Process
In the termination process, a company should:
• Conduct an independent review of any proposed 
termination by someone other than the employee’s 
immediate supervisor, before any final determination is 
made.
• Use written guidelines to identify possible errors or 
omissions in the process, including:
- unlawful (statutory) discrimination
- inconsistency with similar cases
- inappropriate penalty for the nature o f the offense 
and circumstances of the case
- availability o f appropriate alternatives other than 
termination
- the use of progressive discipline when required by 
the nature of the alleged offense
- the presence o f any mitigating circumstances
• Grant authority to the reviewer to reverse a termination 
decision if there are no defensible grounds for it
• Provide employee with a statement o f the reason for 
the discharge.
• Have employees who resign voluntarily sign a 
separation agreement (a legal contract) whereby in 
exchange for some benefit such as a letter of reference or 
severance pay, the employee agrees not to sue and 
releases the company from all future liability arising 
from employee’s resignation.
While the WDFEA o f 1987 has brought some order to the 
early 1980s' judicial chaos, it remains to be seen how the state 
Supreme Court will interpret this law in the future. For the 
time being, however, some predictability has been restored to 
Montana employment law. B
Aaron W. Andreason and Jack K. Morton are both manage­
ment professors at the School o f Business Administration, The 
University o f Montana, Missoula, MT.
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Readers of the Montana Business Quarterly are 
welcome to comment on the MBQ request eco­
nomic data or other Bureau publications, or to 
inquire about the Bureau’s research capabilities.
The Bureau o f Business and Economic Research is the research and public 
service branch of The University of Montana’s School o f Business 
Administration.
The Bureau is regularly involved in a wide variety o f activities, including 
economic analysis and forecasting, forest products industry research, and survey 
research.
The Bureau’s Economics Montana forecasting system is an effort to provide 
public and private decision makers with reliable forecasts and analysis. The 
program is cosponsored by the Bureau, the Montana Legislature, and the Office 
of the Governor. These state and local area forecasts are the focus o f the annual 
series o f Economic Outlook Seminars, cosponsored by the Bureau and 
respective Chambers o f Commerce in Billings, Bozeman, Butte, Great Falls, 
Helena, Kalispell, and Missoula.
The Bureau also has available county data packages for all Montana counties. 
These packages provide up-to-date economic and demographic information 
developed by the Bureau and are not available elsewhere.
The Montana Poll, a quarterly public opinion poll, questions Montanans 
about their views on a variety of economic and social issues. It is cosponsored by 
the Bureau and the Great Falls Tribune. In addition, the Bureau conducts 
contract survey research and offers a random digit dialing program for survey 
organizations in need of random telephone samples.
The Forest Industries Data Collection System, a census of forest industry 
firms conducted approximately every five years, provides a large amount of 
information about raw materials sources and uses in Montana, Idaho, and Wyo­
ming. It is funded by the U.S. Forest Service. The Montana Forest Industries 
Information System collects quarterly information on the employment and 
earnings of production workers in the Montana industry. It is cosponsored by 
the Montana Wood Products Association.
The Bureau’s Natural Resource Industry Research Program enables the 
Bureau to continuously monitor Montana’s natural resource industries and 
improve the public’s knowledge of them and their roles in the state and local 
economies. This program provides easily accessible information about all the 
natural resource industries. Sponsors are the Plum Creek Timber Company, 
Montana Wood Products Association, and American Forest Resource Alliance.
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